I. INTRODUCTION
What corporate governance ground rules are most likely to foster wealth creation by the corporate sector and economic growth more generally? For more than twenty years, a rhetorical and legal battle over this question has been waged among corporate managers, investors, shareholder rights advocates, and legal academics, both in the United States and abroad. Although the debate harkens back to a much older and more fundamental question about the nature and purpose of the corporation, 1 in the last two decades, the debate has focused, for the most part, on two questions. The first looks only at United States corporate law and asks how much discretion directors and officers of publicly-traded corporations should have to consider interests other than those of shareholders in general, especially in responding to hostile tender offers;
2 the other engages a much more complex and multi-layered question about the kinds of governance rules that should be adopted by emerging market and transition economy countries eager to gain the benefits of capitalism. This essay will focus mainly on the rhetoric used to discuss directors' duties in regard to the former question, but the discussion has broad implications for the lessons that United States policy specialists deliver about corporate governance around the world.
It is no exaggeration to say that, in respect to both of these questions, the dominant paradigm among United States legal scholars for the last twenty years has been "shareholder primacy"-the view that corporations should be run for the sole benefit of shareholders, that directors and officers of a corporation are, in fact, It follows from this perspective, according to advocates, that directors and officers should be constrained from taking any actions that are clearly not in the immediate best interests of shareholders. 4 With respect to takeovers, for example, advocates of this perspective argue that directors' ability to resist a hostile takeover that offers shareholders an immediate higher price should be tightly constrained. 4. Despite the prominence of shareholder primacy rhetoric in legal and popular literature, however, state legislatures and courts that interpret corporate law have failed to adopt a strict shareholder primacy approach, and have continued to protect managers and directors who make decisions that benefit other corporate constituencies even at the apparent cost to shareholders. See discussion infra Part III. ( proposing that shareholders should be entitled to opt into a body of federal takeover law that would require the board to remove a pill if a majority of outstanding shares vote in favor of a takeover bid); Lucian A. Bebchuk to some of the more adamant shareholder primacy advocates, directors should also be constrained from paying out corporate funds for charitable or social causes that are not directly connected to shareholder wealth, 6 and should be heavily incentivized to focus on share value with compensation packages tied to stock price performance.
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Academic and policy advisors from the United States, along with financial institutions interested in investing abroad, have carried this message to developed and developing countries as well. 8 Emboldened by the outstanding performance of the United States economy and stock market in the 1990s relative to European and Asian economies, they frequently preached to other countries that the shareholder-oriented model of corporate governance was the only one that could deliver sustained economic performance. 9 plan, but to initiate the sale of the firm or its assets).
6. But the collapse of the United States stock market, the flurry of accounting and insider trading scandals, and the surge in corporate bankruptcies of the past two years have pulled the rhetorical rug out from under shareholder primacy advocates. At Enron, WorldCom, Tyco, ImClone, and too many other companies, highly-incentivized executives who embraced shareholder primacy rhetoric looted their companies and lied about corporate profits and assets to keep the stock price up long enough for them to sell their shares. In the face of such abuses, the Anglo-American insistence that share value is the only right way to measure corporate performance and the only acceptable goal for corporate executives and directors, rings suddenly, pathetically, hollow. The goal of maximizing share value (to the exclusion of other corporate goals), it now seems obvious, is subject to gross manipulation for the benefit of insiders. Additionally, the current scrambling of legislators, regulators, and business people to clean up the mess and restore investor confidence in equity investments makes it clear that the debate about corporate governance is not over, and we have not yet seen the "End of History" for corporate law.
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Although few shareholder primacy advocates have conceded that the lessons of the last few years include the idea that corporate officers and directors must stop paying so much attention to share prices and focus instead on other measures of corporate performance, this paper suggests that this is exactly what should happen. I argue that officers and directors of corporations should, in fact, try to ignore short-term share value in most cases, and focus instead on the business of the corporation: developing sound corporate strategies; setting challenging but realistic goals for operating performance; making sure that the company invests in people, brands, ideas, and reputation; and, importantly, builds a corporate culture that supports integrity and fair play, as well as excellence in producing and delivering the company's product to its markets. I further suggest rethinking the language used in discussions of directors' duties. In attempting to build the business and improve the long-run performance of the company, the language and incentive structures of shareholder primacy have been distracting at best, and, at worst, unnecessarily divisive and, In Section II, I observe that the fall-back position of staunch shareholder primacy advocates in the face of the corporate disasters of the last few years is that corporate officers and directors should work to maximize share value in the long term, rather than in the short term.
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Yet, the mantra of share value maximization has no distinctive meaning and policy implications if it is not interpreted to mean maximization of short-term value. The actions required to maximize share value in the long run are probably indistinguishable in practice from more broadly stated goals, such as the maximization of wealth for all corporate stakeholders.
In Section III, I briefly review an alternative model of corporate governance which starts from the premise that the purpose of the corporate form of organization is to solve the problem of contracting among multiple parties involved in "team production."
12 Under the team production approach to corporate law, directors are understood to be fiduciaries for the corporate entity, responsible for making the decisions necessary to keep the corporate team productive. As Professor Lynn Stout and I have argued elsewhere, many features of corporate law in the United States are more consistent with our team production model than they are with shareholder primacy, at least if shareholder primacy is interpreted to mean maximization of shareholder value in the short term.
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The prescriptions for directors' duties under the team production model, however, turn out to be very similar, and perhaps even "observationally equivalent," 14 in practice to the prescriptions that advocates of longterm share value maximization would make. The difference is primarily in the language used to describe the duties.
In Section IV, then, I argue that the language of shareholder primacy is unnecessarily divisive and provocative, especially if what its advocates really mean is maximization of long-term shareholder value. As most advocates of shareholder primacy are at pains to point out, long-term share value maximization requires that the interests of all other corporate constituencies be accommodated. But I argue that the language of shareholder primacy-by implying that only one set of corporate constituents matters-is more likely to evoke uncooperative, and even unethical behavior in the workplace than is the language of team production. I base this argument on evidence from empirical studies of the choices people make in "social dilemma" games, 15 as well as studies of factors that contribute-or detract from-establishing ethical norms and an ethical corporate climate.
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The final section expresses a cautionary note about how the language we use to describe the duties of corporate actors can have unintended consequences. Just as the language of share value maximization helped create a business climate which culminated in the abuses of the last few years, the language of team production can also lead to abuses. Both approaches to describing directors' duties rely, ultimately, on the individuals in the boardroom being people of strength and impeccable character who are knowledgeable about and engaged in the process of governing corporations to prevent abuses and to call forth the highest and best performance of all corporate team members.
II. THE SHORT RUN VS. THE LONG RUN
In response to the scandals of the last few years, some shareholder primacy advocates have retreated to an older argument, made frequently prior to the takeover battles of the 1980s, that the 14. To an econometrician, two theories or explanations of patterns in data are "observationally equivalent" if they both predict the same pattern or set of relationships in the data.
15. This evidence is reviewed in detail in Margaret M. proper goal of corporate managers and directors is the maximization of profit, or share value, in the long run. 17 The idea that there is a distinction between factors that might cause share prices to rise or fall in the short run and those that drive the long-run performance of share prices was, for many twentieth-century decades, the device that allowed courts and legislatures to sanction activities by corporations that were intended to benefit stakeholders other than shareholders without explicitly adopting a model of the corporation as a social entity with responsibilities to many stakeholders. Courts protected directors at companies that rejected a hostile takeover in part to protect employees, 18 that avoided risky undertakings that would benefit shareholders at creditors' expense, 19 that rejected profitable business opportunities that might be damaging to a local community, 20 or that gave money to charitable causes.
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"The law 17. Harvard's Michael Jensen, one of the most prominent and adamant advocates of shareholder primacy, an unfettered market for corporate control, and compensation tied to stock price performance, has lately conceded, for example, that a myopic focus on short-term share value can be harmful. Jensen has observed that "an overvalued stock can be as damaging to a company as an . Jensen now argues that the criterion managers should use in making decisions is "maximization of the long-run value of the firm." Jensen, supra note 11, at 9. Moreover, Jensen's notion of "firm value," is defined to mean "not just the value of the equity, but the sum of the values of all financial claims on the firm-debt, warrants, and preferred stock, as well as equity." Id. at 8. Jensen refers to this broader notion of value maximization as "enlightened value maximization." Id. at 9; see also 'papered over' the conflict in our conception of the corporation by invoking a murky distinction between long-term profit maximization and short-term profit maximization," wrote William T. Allen, former Chancellor of the Delaware Court, in explaining why the law permitted such activities while still using the language of what he called the "stock-holders oriented property theory" of the corporation.
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The problem with trying to make this distinction in the 1980s and 1990s, however, was that it represented a rejection of the Efficient Capital Markets Hypothesis ("ECMH"), one of the central tenets of finance theory. 23 According to the ECMH, the prices of securities that trade in active and liquid markets should, at all times, reflect "an unbiased forecast of future cash flows that fully reflects all publicly available information." 24 Today's price, according to finance theory, collapses the value of the expected future stream of dividend payments on the security into a single "present value." Thus, one of the supposed benefits of using share prices as the lodestar of performance for corporate officers and directors is that share prices are believed to be a forward-looking measure-the market's best guess about the value of investments undertaken so far as well as investments to be made in the futurewhile all accounting measures of performance are backward looking. Not only are share prices forward looking, according to the ECMH, but they are also the best crystal ball we have for evaluating the impact that decisions made today will have on corporate performance in the future.
Thus, the importance of the belief in short-term share price performance as the best measure of corporate performance, and hence, of the performance of directors and officers of the company, cannot be overstated. In the heat of the takeover wars of the 1980s and early 1990s, it was the fact that takeovers offered shareholders of target firms an immediate gain in the value of their shares that, to share value maximization and takeover advocates, required officers and directors to remain passive and not resist the takeover. Takeover advocates believed that allowing takeovers to go forward was necessary to maximize the total wealth created in the corporate 23. See Gordon, supra note 8, at 1235, 1241 (noting that the Enron episode "provides another set of reasons to question the strength of the efficient market hypothesis" which, he adds, "has been one of the underpinnings of the argument for shareholder choice in the decision whether to accept a hostile takeover bid at a premium to the market price").
24 Also, according to the ECMH, the rise in share prices of target company shares necessarily implied that takeovers were good for the economy overall. The fact that stock prices overall rose during the takeover era was taken as proof of this claim.
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If one lesson of Enron and other corporate disasters in the last few years is that today's share price cannot be counted on to reflect the true underlying value of the equity of a corporation, then the rise in share prices in the short run after the announcement of a hostile tender offer cannot necessarily be interpreted as reflecting a true increase in value that would result from the takeover. 27 And if the rise in share prices is not uncontestable evidence that value will be created by a proposed takeover, then this undercuts a key contention of takeover advocates who had argued that the "market for corporate control" provides sufficient discipline to be sure that corporate officers and directors use their authority over corporate resources in ways that tend to maximize value creation by corporations.
Despite the critical importance of the belief that share prices at any point in time are the best estimate of the true underlying value of the stock, we find that, in the aftermath of the recent corporate scandals, formerly die-hard shareholder primacy advocates are now conceding that share prices can be manipulated in the short run. Harvard's Michael Jensen, a leading standard bearer for shareholder primacy, now says that corporate directors and officers 27. Professor Lynn Stout challenged the notion that the premium offered for the shares of takeover targets should be interpreted as evidence of the additional value that would be created by the acquisition of the target bidder. It is instructive, however, to see what Jensen says directors and officers must do to maximize financial value: "In order to maximize value, corporate managers must not only satisfy, but enlist the support of, all corporate stakeholders-customers, employees, managers, suppliers, and local communities. Top management plays a critical role in this function through its leadership and effectiveness in creating, projecting, and sustaining the company's strategic vision."
31 "Enlightened value maximization," he continues, "uses much of the structure of stakeholder theory but accepts maximization of the long-run value of the firm as the criterion for making the requisite tradeoffs among its stakeholders." 32 Thus, it turns out that as shareholder primacy advocates have become "enlightened," they have discovered that value creation involves vision, risk-taking, and complex trade-offs among a variety of different participants in the business enterprise of the firm. The implicit prescription for director behavior under a rule of enlightened value maximization is not very well specified, however. As long as directors are not rapaciously self-interested or grossly negligent, it is difficult to see how a court could use an "enlightened value maximization" standard to determine whether directors are carrying out their fiduciary duties.
III. THE "TEAM PRODUCTION" ALTERNATIVE
In earlier work I have done jointly with Professor Lynn Stout, we have argued that corporate law should be understood as an important solution to the problem of organizing production in teams. 33 We use the phrase "team production" to refer to productive Economists who have studied the problem of team production have observed that it is extremely difficult, if not impossible, to write complete contracts that would govern the relationships among team members. 35 Building on that prior body of work, Professor Stout and I constructed a theoretical solution to the team production problem which works by allocating control rights to certain parties who are not members of the team. In particular, we suggest that corporate law provides one possible solution by offering a legal structure in which all of the assets used in production by the team, as well as the output from the efforts of the team, are the property of a separate legal entity, the corporation, and decision rights over these assets are relegated to a board of directors that is independent of the team. 36 Directors, then, have fiduciary duties that run to the corporation-the legal entity that represents the aggregate interests of all of the "team members"-and only through the corporation to shareholders. 37 Professor Stout and I further argue that many features of corporate law in the United States are more consistent with our team production model than they are with shareholder primacy. 38 For example, although it has become common in legal scholarship in 34 (1) corporate officers like the president and treasurer are agents of the corporation itself; (2) the board of directors is the ultimate decision-making body of the corporation (and in a sense is the group most appropriately identified with "the corporation"); (3) directors are not agents of the corporation but are sui generis; (4) neither officers nor directors are agents of the stockholders; but (5) both officers and directors are "fiduciaries" with respect to the corporation and its stockholders. 40 As noted above, 41 corporate law also provides enormous discretion to directors who make decisions in good faith about the allocation of corporate resources, even in cases where it is hard to show how such allocations benefit shareholders. Courts have also explicitly recognized that in situations in which share value is not a good proxy for the overall wealth creating capacity of the corporation, directors' duties may run to other stakeholders, especially creditors. 42 Furthermore, the rules of derivative actions are much more consistent with a team production interpretation of corporate law than with a shareholder primacy interpretation. Although ordinarily only common shareholders have standing to file a derivative action, 43 several procedural hurdles make it difficult for
39. An example of the persistent reliance on this construct can be found in Lucian A. Bebchuck's work. See Bebchuck, Case for Facilitating, supra note 5. Bebchuck uses the words "management," "boards," "directors," and "boards of directors" completely interchangeably throughout the article, which is devoted in its entirety to examining proposed solutions to the "principal-agent" problem between shareholders and management/directors. shareholders to take such action. 44 Moreover, if, despite the obstacles, the derivative action is successful, any damages recovered must be paid not to the shareholders who pursued the action, but to the corporation. Finally, shareholders can only win a derivative action if directors are found to have blatantly violated their duty of loyalty by appropriating to themselves resources that belong to the corporation, or have so negligently violated their duty of care that their actions were judged to have wasted corporate resources. In these situations, the harm done is to the interests of the corporation as a whole, rather than directly to the suing shareholders, or even to shareholders as a group. Meanwhile, shareholder actions have not been successful where they allege that directors have made decisions or allocated resources in ways that may benefit other corporate stakeholders, even at the (short-run) expense of profits.
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The team production model helps explain the broad discretion granted directors under corporate law, as well as the limits placed on shareholders' ability to intervene in the decision-making process. 46 But so far the team production model has not been used to develop detailed prescriptions regarding positive duties that directors should have. In earlier work, I have argued that the job of boards of directors should be to maximize "the total wealth-creating potential of the enterprises they direct." 47 In doing this, directors must understand that business enterprises generate wealth in at least three different ways: they "provide products and services that are worth more to the customer than the customer pays for them" 44. Shareholders must first make a "demand" on the board of directors that it take the desired action on behalf of the firm against managers or directors who are alleged to have violated their fiduciary duties, or they must demonstrate that the board is so tainted by conflict of interest that demand should be excused. 45. See Blair & Stout, supra note 3, at 302-04 (reviewing the various ways that courts "have allowed directors to sacrifice shareholders' profits to stakeholders' interests when necessary for the best interest of 'the corporation'").
46. See Bebchuck & Ferrell, supra note 5, at 113-15 (discussing at length the constraints on shareholders' initiatives, and a set of "reform" proposals that would grant shareholders much more power relative to managers and directors in publicly-traded corporations).
47 (this results in "consumer surplus"); 48 they "provide opportunities for workers to be more productive at their jobs than they could be in other available employment" (to the extent that the workers are paid more than they would earn at alternative employment, they capture some of this wealth as "labor surplus"); 49 and they can "provide a flow of profits to its investors that is greater than those investors could get by investing in alternative activities" (such wealth captured by financiers is "capital surplus"). 50 Finally, the sum of consumer surplus, labor surplus, and capital surplus must exceed any costs imposed on the surrounding community, or on others who are not direct participants in the enterprise. 51 It seems clear that for directors to do this they must take into account not only the investment interest of shareholders, but also the interests of all of the stakeholders who have made specific investments that are at risk in the enterprise. Beyond that, however, the prescriptions that come out of a team production approach to corporate law are not, so far, very specific, and in practice may be indistinguishable from the prescriptions that advocates of long-term share value maximization would make. The difference is primarily in the language used to describe the duties.
IV. WHY CHOICE OF LANGUAGE MATTERS
The team production model of corporate law, we have seen, suggests that the role of corporate directors is to mediate among members of the corporate team, making decisions in the interest of the corporate entity, which serves as a proxy for the combined interest of all the team members. Meanwhile, leading business people (as well as a few prominent shareholder primacy advocates), have claimed that the "long-run" version of the shareholder primacy model implies that corporate directors should make decisions that accommodate the interests of important stakeholders in an effort to maximize the long-run wealth creation by the corporation. For example, investment banker Peter G. Thus, in practice, it seems clear that it will be difficult, if not impossible, to distinguish between the goal of overall wealth maximization, and the goal of long-term share value maximization: Is a decision to award stock options to all employees made because it is good for shareholders in the long run? Or is it made to share the benefits of wealth creation with employees, and thereby encourage them to stay motivated and productive? Is a decision to aggressively reduce carbon emissions from a company's plants made because it is the socially responsible thing to do, or is it made because, in the long run, it will be good for shareholders if the company plays a leadership role in developing environmentally sustainable ways to operate?
Neither a mandate to engage in long-run share value maximization, nor a mandate to enhance the performance of the corporation as a whole by carefully balancing competing interests so that the team stays productive provide courts with a way to tell whether directors are doing their job in an optimal way. Because of this indeterminacy, courts have, wisely, avoided trying to secondguess the decisions of directors when faced with a challenge from shareholders (or occasionally from other constituents such as creditors). 54 Instead, unless the directors are so badly tainted by self interest that they could not be expected to be able to make a decision that fulfilled either mandate, courts have relied on the "business judgment rule" which is "a presumption that in making a business decision the directors of a corporation acted on an informed basis, in good faith and in the honest belief that the action taken was in the best interests of the company." 55 The business judgment rule protects directors from liability for honest errors and mistakes of judgment by declaring that "[t]he law will not interfere with the internal affairs of a corporation so long as it is managed by its 53. Id. at 9. 54. As discussed above, the rules of derivative suits normally permit only shareholders to act for the corporation in bringing a derivative action against directors for breach of their fiduciary duties, but corporate law occasionally allows bondholders and other creditors to bring claims of breach of fiduciary duty against the board once a corporation becomes insolvent. See supra notes 44-45; Geyer v. Ingersoll Publ'n Co., 621 A.2d 784, 787-88 (Del. Ch. 1992) (holding that a board of directors owes fiduciary duties to creditors no later than when the corporation becomes insolvent).
55. If judges cannot constrain director behavior to conform to either mandate, why should it matter what metaphor or what language we use to describe the duties of directors? The reason is that language itself influences behavior because it is an extremely important part of the social signals that people send each other to help establish the norms and expectations that people have for each other. 57 Although scholars steeped in the jurisprudence of law and economics tend to consider only the ways that economic incentives and legal constraints influence behavior, there is strong evidence from other social sciences that a variety of social signals also influence behavior.
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A. Language and Cooperation
Professor Stout and I, for example, have reviewed the empirical evidence of studies by social psychologists, sociologists, and economists on the factors that cause people to cooperate in social dilemma games, rather than to "defect," which, in the context of social dilemma games means to choose the myopically selfinterested, but socially sub-optimal action. 59 This evidence suggests that cooperation rates in social dilemma games can be induced to range, predictably, from as low as 5% to as high as 95%, depending on the social context in which the game is played. 60 The social signals that seem to matter most include instructions from authority figures, 61 perceptions about whether the other players in the game are members of one's own group, however such groupings might be defined, 62 A consistent finding in social dilemma games is that cooperation rates can be dramatically increased (by as much as 40 percentage points) if the experimenter simply tells the players they are supposed to cooperate.
64 Likewise, cooperation rates fall by as much as thirty-three percentage points if players are instructed to compete.
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By analogy, if corporate executives and directors announce to corporate participants that the venture they are participating in is a competitive enterprise in which employees must get what they can for themselves because officers and directors are working for the sole benefit of shareholders, it seems unlikely that they will elicit as much eager cooperation and self-sacrifice for the good of the enterprise than if they announce that all of the participants, regardless of what kind of contribution they bring to the enterprise, are part of the same team, and all will share in the success of the enterprise.
The language of team production is also a language that suggests to corporate participants that they are all part of the same in-group. In contrast, the language of shareholder primacy suggests that shareholders are a privileged in-group, while all others are outsiders, and not part of the in-group. Social scientists have shown, however, that when group identity is brought into play as a factor in social dilemmas, individuals who perceive themselves to be a part of the same in-group with their fellow players are far more likely to cooperate than individuals who perceive themselves to be playing against another group.
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Finally, social scientists have found that individuals are much more likely to cooperate if they expect their fellow players to cooperate. 67 It seems unlikely on its face that employees, suppliers, creditors, customers, and communities will be eager to cooperate to produce a successful outcome in an enterprise if directors and managers repeatedly assert that the enterprise is all about profits for shareholders, period. Admittedly, there may be circumstances in which old implicit and explicit understandings about how economic gains from an enterprise are to be shared must be broken, and new contracts (explicit and implicit) must be written. The major commercial airlines, for example, are all in the process of trying to slash costs by rewriting their contracts with suppliers, creditors, and labor. 68 But it seems self-evident that those negotiations would be much less likely to yield sacrifices by other corporate participants if profits were still strong, and if the stated purpose of the sacrifices was to make shareholders even better off. The language of shareholder primacy is a language that draws attention to conflicting interests and announces that, when faced with conflicts, directors will choose to benefit shareholders over all others. By contrast, the language of team production is a language of shared sacrifices and shared benefits.
B. Language and Incentive Systems
As if the language of shareholder primacy was not divisive enough by itself, shareholder primacy advocates also have frequently advocated that executives and directors should be compensated in ways that are tied to share price performance. Behind this desire to link executive pay to share price is a firmlyheld belief by individuals trained in the logic of law and economics that corporate executives are fundamentally untrustworthy, and will abuse their positions of power and authority by redirecting corporate assets to their own benefit at the expense of the corporation unless they are given powerful economic incentives to focus solely on those activities that enhance share price. The whole idea of incentive compensation, then, became part of a set of social signals sent by investors, academics, consultants, and the media in the 1980s and 1990s that corporate managers were expected to play a competitive game, not a cooperative one. It was expected that they would be in the game for themselves, rather than for some larger vision, so that directors would have to make it attractive for the executive not to cheat the company, but rather to work for higher share value. C01-3, 2001 ), available at http://papers.ssrn.com/abstract_id=229047 (reviewing the empirical evidence that incentive contracts "crowd out" intrinsic motivation, and providing new experimental evidence that the crowding out effect is strong enough that incentive contracts "are on average less efficient and elicit less effort from agents, than contracts that do not provide any incentives at all"). To be fair, the rhetoric of team production can also be used to promote unethical practices by supporting a "win at any cost" mentality among corporate "team members."
But it seems inherently less likely to promote cutthroat competition among team members, and also more conducive to assessing corporate actions and choices in terms of their impact on all of the corporation's stakeholders, and not just the impact on one subset of stakeholders.
Directors who start from the premise that their job is to oversee the work of a team and to mediate among team members to encourage them to work together to achieve value creating corporate goals are more likely to consider each decision in terms of its impact on each of the relevant and important stakeholders, as well as on the overall goals of the corporation. In the long run, making decisions in this way seems more likely to produce sustainable, longrun value creation than allowing decision-making to be driven by when management's stock options expire, or by what management thinks market analysts want to hear at the next analysts' meeting to justify their "buy" recommendations.
V. CONCLUDING THOUGHTS
The problem with shareholder primacy rhetoric is not that profits and share price are not important measures of overall corporate performance. Rather, it is that when coupled with a religious devotion to the efficient capital markets hypothesis (which teaches that today's share price is a better forecast of performance than any innovative, carefully articulated, holistic, and nuanced strategic plan or forecast by management could be), shareholder primacy becomes a mantra that can justify actions taken in the business context that most business people would not contemplate in other contexts. As Harvard Business School professor Thomas R. Piper puts it,
The idea of emphasizing shareholder wealth was not a bad message. It was shorthand for "Let's focus on becoming more efficient in competitive terms."
And it worked in accomplishing that objective. But it fails to connect to all the constituencies-other than the shareholders-whose energies and commitment you need. They heard it as, "Let's make rich people richer." And it did not address the matter of how the maximization was to be accomplished. Business organizations, like any goal-oriented organizations, need shorthand language or "code" to share relevant information among the participants in the organization, to convey to all team members what the collective goals are, and to measure progress toward those goals. 94 But any shorthand phrase that is used to define corporate goals can be manipulated and corrupted. Lynn Stout and I have suggested elsewhere that corporate law and governance problems should be understood and analyzed as "team production" problems. 95 And I have argued here that the language of team production evokes concepts such as cooperation, mutual support, sharing of burdens and rewards, and win-win solutions. Such concepts are surely more likely than the concepts and images associated with shareholder primacy to elicit behavior from corporate participants that builds and sustains the enterprise rather than undermines and corrupts it.
But the language of team production could also be corrosive if used to justify free riding, blame sharing, or vaguely worded corporate goals that do not provide a means to measure performance and hold managers and boards accountable. Words are important, but even more important is the context in which they are used, who uses them, and how the individuals who use those words exercise leadership. The single most important factor in creating a corporate culture that promotes ethical conduct on the part of the organization and its employees is the "quality of corporate leadership, especially the 'tone at the top' set by boards," according to the Conference Board report.
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If the people invoking them behave honorably, poorly chosen metaphors and symbols are unlikely by themselves to corrode trust, cooperation, and ethical behavior. But if the people invoking them are behaving badly, even the most well chosen language and symbolic acts cannot promote trust, cooperation, and ethical behavior. Nonetheless, for corporate leaders who want to build a climate that supports trust, cooperation, and ethical behavior, the language of team production surely provides a better starting place than the language of share value maximization.
